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SUB J : GOB INCREASES WAGES AND SELECTED FOOD PRICES. 

SUMMARY: GOB ANNOUNCED MONDAY MORNING JANUARY 21, 1974 INCREASES 
IN PRICES OF RICE, SUGAR, WHEAT FLOUR, BREAD, COFFEE, NOODLES, 
AMOUNTING TO APPROXIMATELY 100 PERCENT OVER PREVIOUS OFFICIALLY 
QUOTED PRICES. HOWEVER, IN TERMS OF EFFECTIVE MARKET PRICES 
INCREASES WERE ONLY ABOUT 20 PERCENT HIGHER, EXCEPT FOR BREAD 
WHICH WAS SUBSIDIZED BY GOB. EFFECTIVE INCREASE FOR BREAD, 

INCLUDING FURTHER PAN DE 

BATALLA WEIGHT DECREASE, WAS APPROXIMATELY 100 PERCENT. WAGES 
AND SALARIES INCREASED BY UP TO 47 PERCENT FOR BOTH PRIVATE 
AND PUBLIC EMPLOYEES BY MONTHLY BONUS OF 400 PESOS. END SUMMARY. 

1. PRODUCT SCARCITIES FOR ABOVE ITEMS WERE EXTREME IN LAST MONTH, 
ALTHOUGH BOLIVIA WAS FREQUENTLY PLAGUED BY PROBLEM THROUGHOUT 
1973. THESE SCARCITIES WERE BASICALLY RESULT OF LOW DOMESTIC 
PRICES RELATIVE TO EXTERNAL MARKET AND IN THE CASE OF WHEAT 
FLOUR ABSOLUTE SHORTAGES CAUSED BY WORLD-WIDE SCARCITIES, 

FAILURE OF ARGENTINA TO TO SUPPLY FLOUR UNDER ITS AGREEMENTS 
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TO NEIGHBORING COUNTRIES. OFFICIAL PRICE ANNOUNCED PER POUND 
FOR SUGAR IS $B3.05 WHICH 118 PERCENT OVER PREVIOUS OFFICIAL 
PRICE OF $B 1 .40 AND 20 PERCENT OVER *FFECTIVE MARKET PRICE OF 
$B2.54 PER POUND. COMMON BREAD (PAN DE BATALLA) PRICE WAS 
30 CENTAVOS PER UNIT OF ABOUT 66 GRAMS. PRICE INCREASE TO 50 
CENTAVOS AND REDUCTION IN WEIGHT TO 53 GRAMS RESULTS IN INCREASE 
OF ABOUT 100 PERCENT. NEW WHEAT FLOUR PRICE WAS INCREASED 
APPROXIMATELY 52 PERCENT OVER EARLIER OFFICIAL PRICE AND 10 
PERCENT OVER "BLACK MARKET" PRICE. PRICE INCREASED 145 PERCENT 
OVER OFFICIAL PRICE AND ABOUT 20 PERCENT MARKET PRICE. 

2. WAGE AND SALARY INCREASE OF 400 PERSO PER MONTH REPRESENTS 
47 PERCENT INCREASE FOR LOWER INCOME GROUP, 27 PERCENT FOR 
MEDIUM/LOW INCOME GROUP. ON BASIS MINFIN SALARY SURVEY, ABOVE 
GROUPS REPRESENT APPROXIMATELY 84 PERCENT OF WORK FORCE. 

3. COMMENT: PRICE INCREASES FOR THE ABOVE PRODUCTS MAY BE 
CONSIDERED ADEQUATE IN LIGHT OF EFFECTIVE MARKET PRICES. 

HOWEVER, THE MAINTENANCE OF GOB PRESENCE IN THE PRICING DECISIONS 
IMPUTES THAT CONTINUED SPECULATION COULD TAKE PLACE IF PRICES 
INADEQUATE RELATIVE TO PRICES IN NEIGHBORING COUNTRIES. IN 

CASE OF FLOUR WORLD-WIDE AVAILABILITY, BUT ESPECIALLY AVAILABILITY 
FROM ARGENTINA, WILL DETERMINE WHETHER SCARCITY CAN BE OVERCOME 
AT NEW PRICE. IT IS UNCLEAR WHETHER GOB WILL HAVE TO CONTINUE 
FLOUR SUBSIDY WHICH DEPENDS ON PRICE IN WORLD MARKET. FOR PRESENT 
GOB HAS NOT INCLUDED SUBSIDY IN BUDGET. WAGE AND SALARY INCREASE 
FOR PUBLIC SECTOR WHICH IMPLIES $B214 MILLION IN ADDITIONAL 
EXPENDITURES NOT FULLY INCLUDED IN BUDGET. CONCENTRATION OF 
INCREASE IN LOW INCOME CATEGORY MEANS IMMEDIATE TRANSLATION 
INTO CONSUMPTION EXPENDITURES ADDING FURTHER PRESSURE ON 
PRICES AND IMPORTS. APPEARS THAT INFLATIONARY PROCESS WILL BE 
DIFFICULT TO SLOW IN 1974-PLACING HEAVY BURDEN ON GOB INCOMES 
AND MONETARY POLICIES FOR REMAINDER OF YEAR. 

STEDMAN 
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